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Washington Mareh 31, 1937 
A REVS" OF BUSINESS CONDITIONS 


.. National. In of Agrigultural Income 


.. Non-farm national income resumed its upward trend in February, 
following the sharp December to January reaction incident to reduced 
sorporate dividend disbursements. The February recovery brought the 
income index up to 88.8 percent of the 1924-9 average as compared 
with 87.8 in January, this is the highest point reached thus far in 
the eurrent recovery, sxeept for the last two months of 1936, both 
of whieh were affected considerably. by heavy extra dividend payments 
forced by the penalty tax on undistrituted corporate profits. 


he inerease in non-farm national income for the first two 
months of. 1937 emounted to 11 percent as compared with the sorres- 
ponding months of 1936. Considering adverse effects of floods and 
labor troubles this cumlative gain is impressive. Reconstruction 
in areas affeoted by floods will, no doubt, be favorable to tusiness 
activity for some time; but the motor industry was free of major 
strikes, following the General Motors settlement, only from February 
14th to March 8th, when production was suspended at the Chrysler plants. 
At the time of this writing the plents of Chrysler, Hudson, Reo, and 
some accessory and part plants are still out of production. 


The January relapse in industriel production was moderate both 
in extent and duration considering the substantial and prolonged April 
to December advance of last year, during which period production 
gained over 30 percent. Resumption of the upward trend in February, 
despite adverse conditions in the first half, previously mentioned, 
suggests that underlying factore are fevorable to further near-term 
gains. Extent of the improvenent is dependent in some degree on the 
labor situations... gts oe ait atm 


Numerous wage advances amnounced late last year, together 
with similar inereases more recently, assure considerably higher labor 
ineome with any further expansion in productive activity. 


Farm Income 


Gross cash farm income, including benefits, receded for the 
second consecutive month in February to 76.5 persent of the 1924-9 
average as compared with 82.5 percent in December and 80 persent in 
Jamary. Despite this decline the total for the first two months of 
the year was 21 percent ahead of 1936. The increase in income from 
gales alone amounted to about 15 percent, whereas prices were up over 
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This suggests that the volume of produets sold by farmers was 
about 5 percent smaller in the first two months of 1937 than in the 
corresponding period of 1936. ‘The emount of farm products for sale 
during the second quarter of 1937 will probably contime below last 
yoar by a percentage as large as that for the first two months. 
Therefore, contimed year-to-year gains in income will depend on 
prices sufficiently higher to more than offset reduced marketings. 


Should early growing conditions give promise of considerably 
higher average yields than last year, from the 10 pereent increase 
in empeeted acreage of crops for harvest (exclusive of cotton), the 
prices farmers receive might well decline sufficiently to pull income 
from sales down toward the 1936 level during the second quarter of 
this year. Government myments from March to June, inclusive, are 
expected to approximate 285 million dollars as compared with the 
168 million paid in the corresponding months of 1936. 


industrial Production 


Despite the retarding character of floods and labor distur- 
bances, industrial production, as measured by the Federal Reserve 
Board. index, advanced from 114 to 116 (1923-5%100) from Jamary to 
February. This is the highest monthly index for the recovery period 
with the single exception of the 121 percent figure for December 1936. 


The weekly production index, used by the Department of Commerce 
in eonfidential weekly reports to the Secretary, was four points 
higher during the first three weeks of March than the average for the 
month of February. ‘This index held within a range of about one point 
during the four weeks ending March 20th, despite suppressed operations 
in several automobile plants during the last two weeks of the period. 
Steel mill operations continue to advance and, with order books already 
bulging, a seller's market exists. Further operating gains are clearly 
in prospect. An upward trend in steel mill operations at this season 
of the year is contrary to normal expectations and will therefore — 
contribute towards further increases in the seasonally corrected index 
of industrial production. 


Another gain in the Federal Reserve Board's production index 
for March, equal to or in excess of that reported for February, would 
not be unexpected. A February to March gain of two points would mean 
that first quarter output was 23 percent in excess of that for the 
corresponding quarter a year earlier, To maintain a peroentage gain 
of this size during the June quarter would require an average pro- — 
dustion index of 125. This would equal the highest point ever reached 
by the Federal Reserve Board's index--125 in June 1929. Although an 
easing in the labor situation might well result in a higher level of 
output sometime during the next three or four months than yet tained 
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in the ourrent recovery period (121 in Decenber 1956), the propor- — 


tionate gain for the remainder of the year is expected to be meh 
smaller than that of the first quarter. i , 


13 of the Strike Situati 


‘Ia Noveisber of 1936 the mumber of man days lost because of 
strikes jumped to more than double the average of the preceding twelve 
months. Since that time the number of man days lost because of 
strikes has comtimed to be relatively large. This and other pertinent 
facts concerning strikes appear in the following tabulation: 


* “Wotais for 4 Months, November through February 


Strikes begun ]/ ve 545 : 685 
Man days lost ¥ ' 3,046,000 8,470,000 
Average hours in work day 2/ | 6.50 6.83 
Man hours lost a ‘19,800,000 57,850,000 
Average hourly psy 2/ 56.77¢ 57.07¢ 
fotal labor income x ~  $11,,964,000,000  $13,595,000,000 
Ratio of wage loss to labor , O94... ee Fe 
income (percent) _ 


As reported by theBureau of labor Statistics; the 1936-7 figures 
are incomplete and subject to upward revisions . 
g/ Estimates of this section baged on about 16,000,000 workers. | 
3/ Estimates of this section covering all non-farm labor income 
(wages, salaries, workmen's compensation, and relief). 


As will be noted, the actual number of strikes begun during 
this four month period increased by only 140-26 percent. This, 
however, does not give a clear picture of the situation. Size of the 
strikes has increased materially. A better conception of the increased 
seriousness of strikes may be had by reference to the mumber of man. 
days and the amount of wages lost. The direct loss in time and wages 
pecause of strikes was about three times as great for the four months 
ending February 1937 as for the corresponding period a year earlier. 
“he estimated wage loss of about 33 million dollars for the recent 
period was about 2.5 percent as great as the total non-farm labor 
ineome of the nation, A year earlier the loss in wages of about 12 
million dollarswas less then one percent as great as the nation's 
labor income. 


These statistics give a fairly clear picture of the direct 
loss due to strikes. They do not, however, show the indirect losses 
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incident to production stoppages which accompany strikes. An exemple 
of losses of this uature is the cessation of operations in Briggs 
Body plants which serve the Chrysler Motor Company, It is, of course, 
obvious that strikes reduce the amount of railroad and truck traffic. 
These and other less apparent indirect effects inerease the loss in 
wages incident to strikes by an unknown but, no doubt, considerable 
amount. It is, of course, probable that some of the forced losses in 
industriel production and in wages will be made up later. 


Due, in part at least, to labor troubles the excess of auto- 
mobile output over sales since the 1937 models were introduced has 
been made smaller than last year, A totel of 1,724,000 automobiles 
and trueks were produced from October 1935 through February 1936, 
whereas production for the corresponding period ending February 1937 
totaled 1,859,000. New car registrations in the United States, plus 
exports, amounted to 1,527,000 during the five months ending with 
February 1936 and to 1,566,000 for the comparable period this year. 
The apparent excess of production over sales was 397,000 cars and 
trucks for the five months ending February 1936, whereas for the 
corresponding five months ending in February 1957, production exceeded 
sales by only 293,000, 


An increase in dealers’ new car inventories of 468,000 from 
Ostober 1936 through February 1937 would have been no greater relative 
to sales than the 597,000 increase a year earlier, Thus the actual 
gain in inventories, since the 1937 models were introduced, has been 
only 63 percent as great relative to sales as during the correspond- 
ing period e year earlier. Should the automobile industry be freed 
of serious labor troubles shortly, no doubt a considerable portion 
of this apparent 175,000 deficit in production to date would be made 
up before the end of the period of heavy new car purchases which has 
now begun. | 


Estimates of total Petadl food sales, “hi on Department of 
Commerce data, fluctuated between 21.2 and 22.0 percent of national 
ineome, ex¢lusive of agricultural income, each year from 1929 through 
1936. Farm cash income from produets other than lint cotton and to- 
baceo do mot bear nearly so constant a relationship to national ; 
inecae ae é< retail sales. This is shown in the following tabulation; 
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Relation ef Retail Sales amd Farm Cash Income to 


National Income, Exel. Jericulture 


. Farm Cash Ratio to Ineome Ratio Retail 
Seow tee TH) Retail _ Income, Ex. Retail to Farm 
.» Nat'l. Imeome Food... lint Cotton Food Farm Value 38 
Exel. Agric, Sales 2/ and Tobacco 2/ Seles Income Foods 3/ 
$71,609 ~~ $15,206 $8,839 21.2% 12.3% 213% 
66,830 § 14,186 7,446 Blok 11.1 229 
57,048 ~~ 12,362 5,298 21.7 9435 266 
44,877 ~~ 9,865 3, 774 22.0 8.4 $07 
42,054 9,197 4,269 2129 10.2 287 
47,080 — 10,257 5, 284 21.8 11,2 273 
$0,188 “ee 6,081 2240. 12.1 840 
56,515 21,929 6,891 B12 ieee, ......889 


Excludes sales through liquor stores and drinking places beginning with 
1933 but ineludes soft drink sales prior to 1953, 

Benefits included. 

Based on “Price Spreads Between the Farmers and the Consumers" studies of 
Dre Fe Ve Wan gh and R 0. Been of the Bureau of Agrioaltural Beonomi cs. 


| Exports have not been excluded from the farm income figures 
shown but are not of great importance. Taking the difference between 
farm cash income and retail food sales, as sharvn on the above tabula- 
tion as roughly indicative of the trend in transportation and handling 
costs, it appears that the ratio of such costs to dollar retail sales 
have declined steadily since prices turned up in 1933. This is sup- 
ported by Dr. Waugh's studies concerning farm to market price spreads 
for 38 foods. 


Should national income, exclusive of agricultural income, in- 
erease by another 10 percent in 1937 to about 62 billion dollars, food 
sales would probably approximate 13 billion dollars; at this figure 
retail sales would be 21 percent as great as estimated non-farm national 
income, With an inerease of at least a billion dollars in 1937 food 

Sales, some further reduction in the ratio of transportation and 
hendling charges could probably be expected, even ney labor costs | 
increase. 


Farm income from sales of products other than cotton and tobacco, 
with retail food sales at 13 billion dollars, should amount to at . 
least 7 billion dollars. ‘This minimum estimate represents an in- 
crease of 600 million dollars over cash income from sales of similar 
products for the calendar year 19363 and if realized would result in 

a ratio of farm cash income, exclusive of cotton and tobacco, to non- 
farm national ineome about the same as for the past on vere 
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Construction 


Residential bailding contracts apparently reached one-quarter 
billion dollars in the first three momths of 1937--an increase of ~~ 
close to 70 percent over the corresponding 1956 quarter. All other 
types of tailding and construction showed little change over last 
year, so that total contracts (last half of March assumed to be equal 
to the first half) were up less than 16 percent. 


The rents-cost ratio (see attached chart) has not improved 
mach in reeent months owing to an acceleration to the rate of increase 
in costs. This may induce some of those gontemplating tuilding their 
own homes to get started before further advances teke places; but the 
ultimate effect on speculative building is apt to be adverse, The 
rents-cost ratio may, of course, resume an upward trend in time to 
prevent any noticeable discouragement to residential building which 
is still being carried forward by the momentum previously generated. 
Moderate interest rates on home mortgages are still a favorable factor. 


Further increases in construction are anticipated over the next 
six months but year-to-year gains of the size of those for 1936 are 
not expected. The total estimated gain of about 100 million dollars 
for the first quarter of 1957 compares with one of nearly one-quarter 
billion for the first three months of 1936. ‘The entire gain for 1936 
was $800,000,000, or 43 percent, 


Prices and Living Costs 


Wholesale prices have continued to move up during the past 
month, extending further the sharp gain of the preceding three months. 
Recent strength has been especially pronounced in the metal, tmilding 
products and farm groups of commodities. This is shown in the 
following tabulation: 


Wholesale Price Advance for Month 


19265100 Feb. th March 20th Pet. Gain 
All Commodities 86.0 87.6 1.9 
Food ’ 86.9 8749 1.2 
Farm Products ", 91.4 94.4 3e3 
Metal and Metal Products ‘gel 9640 5e4 
Building Materials 92.8 96.2 306 


living Cost Advance, December to February 


1924-9100 Dee. 1936 Feb. 1937 Pot. Gain 
Total . 81.9 82.8 11 
Food 79.8 81.4 2.0 


Other 83.0 83.5 0.6 
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Strength in wholesale prices maybe attribted partly to in- 


creased European denand for war materials (metals) and food (wheat), = 


though an upward trend in domestic production and national ineome is _ 
of even more fundemental significance. Quite likely the rather wide- 
spread anticipation of an inflationary price rise contributes to 
-gtrength in prices, indieing, as it doos, some buying purely of a 
speculative character as well as more liberal industrial purchasing 
policies, ‘hero is as yet no definite evidence that an inflationary 
“price advance has started. The advance is worldwide in character, 
gains since last October having bem about the same in Great Britain 
end in this country and mech more pronounced in Japan and France, Some 
gain has ocmrred in both Italy and Germany despite Govermment price 
contracts. SR ) 


‘Living costs were little changed in February but considerably 
higher than in February of last year. The year-to-year rise in costs 
of 3.1 percent is substantially less than the gain in non-farm national 
ineome of 12 percent. ‘The February 1937 "League of Nation's Bulletin” 
gives the 1956 rise in living costs as about the same for Great 
Britain and the United States--about 3 percent, twice as great as 
this in France, Belgium, Chine, Japan and Hungary, and even greater in 
Italy. Domestic living costs will probably advance somewhat further, 
tut the favorable outlook for higher industrial activity and consumer 
ineome, over the next few months, suggests that any probable rise in 
living costs ean be easily absorbed. 
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g $ : = 2 ? 
: ‘a $ : 3 : 

Farm Income (with bene® + : : — cae t 

fite) (1) 2a $661: $682 : $634 + $3165 + #$ 858 
Urban Income (with oe 6s : : i : 

relief) (1) 1 & 1 $4,927 2 $4,870 + $4,351. +°$3,408° : $5,887 
Industrial Activity t t t t : t 

Folic Be ..44}-.... t > 4 1ié 3 114; 94 : 63 lis 
Department Store Sales (2 : 3 : : t 

(1) t @ 3 86 : 84: 75 3: 56. : 100 
Rural Retail Sales (1) +: o + 83 86 7% 2 45 3 95 
Motor Vehicle Output Rae s. : alae ? 

(Units) (WeS» ands} t : : : t 

Canada) 1 AA 384 0: 399 3 301; 109 3 498 
New Passenger’ Car Regis«: ¢ t t. : eo] 

trations (Units) 4a 220% 3 281 : 17? ¢ 69..: 285 
Deller Sales, New Passen- 8 $ 8 t £3 

ger Autos (1) 6 (8 9902 899s. Gels 22693 9457 
Steel Ingot Production : : : : : % 

(tons). a+ -45425° 44,737 : 2,964 +: 1,073 +: 4,329 
Building Contracts (Doded at iss: 243 + 142 +: 53s 361 
Railway Carloadings (2): da 3 695; 663 + 627 +: 490 3: 949 
Eleetrie Power Production : . i - t : 

(K.W. Hr. ) (2 ) a a | 2,205 % 2,210 3 1,937 $ 1,458 3 1,713 
Wholesale Prices, #11. 2-4 t : 2 rh 

Commodities . ¥£ @ 126,1 s 22666... Li7.7 3 87.8: 139.3 
Wholesale Prices, Farm : f : 128.2 : 128.1: 111.5 2 5874 + 147.8 
Whelesale Prices, Food + f£ #4 134.8 +: 1835.0: 129.0 ¢ 83.38 4 - 162.1 
Wholesale Prices, Non=- +: — : t : : 

Agri. 1 2 8 12862..2 . 124.6.2. 116692 9Bs9 2 137.5 
Prices Paid by Parmers 1: f 3 ego : 129(7) + 121(5) : yd : adets 
Prices Rec'd, by Farmers: f + 128(6) +: 127(7) + 104(5) +: ss(a) ; 146(3 
Urban Cost of Living * bt 83.3 + 88.1: 80.8 3 -7%8 % 99.3 
UeSe Unemployment, Trade: t $ : t t 

‘Unions (A..F. of Le) 2 © + 140(6) ¢ 145(7) + 197(5) $24(4) +: 104(3) 
U.S. Employment, Mfg. + t Fe +. te ? 
Industries (BLS) 4 © + 9465 : 9201: 830 : 60.9 3 98,3 
U.S. Exports t @ ¢ 233 ¢ 222 3 182 3 102 3 442 
U.S. Imports ' & 8 278 3 240 193s 84 3 369 


_ * Preliminary estimate based on reports for 41 states. 


Pe-Preliminary KEY: 
r--Revised & + in millions 

| (1) Adjusted for seasonal variation s b = 1925=258100 

| (2) Weekly average : ¢@ = 19298100 
3) March 1929 en Ne d - in thousands 

_ (4) March 1933 i £ ~ 1910-149100 
(5) March 1936 | 
{6} March 1937 
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New York Times 


NATIONAL INCOME, EXCLUSIVE OF AGRICULTURAL AND FARM CASE INCOME,1924 TO DATE 


(Dollar figures seasonally corrected) 


National, excl.Agric 


1926 | 1927, 1928 , 1929 | 1930 , 1931 , 1932 | 1933 , 1934 , 1935 | 1936 | 1937 , 1938 
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